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COMMONWEALTH OF VIRGINIA
STATE CORPORATION COMMISSION
AT Rl CHMOND, FEBRUARY 2, 2000
COMVONVEALTH OF VIRG NI A, ex rel .
STATE CORPORATI ON COWM SSI ON CASE NO. PUC000003
Ex Parte, In re: Investigation

of the appropriate |evel of
intrastate access service prices

ORDER ESTABLI SHI NG | NVESTI GATI ON

By Order dated Novenber 29, 1999, the Comm ssion approved
the merger of Bell Atlantic Corporation and GTE Corporation,® in

Case No. PUC990100. In that Order, the Comm ssion stated:

[ T] he Comm ssion has concl uded that the

i ssue of the appropriate | evel of BA-VA's
and GIE Sout h's access charges shoul d, and
will, be considered in tw pendi ng dockets,
Case Nos. PUC960021 and PUC990043. W will
i ssue procedural orders in these cases, or
i n anot her docket we may establish, within
the next few weeks. W expect also to
recei ve evidence in these proceedi ngs
regardi ng the proposal to establish LATA-
wide call term nation rates.

The Comm ssion has concluded that it should establish a new
docket in which to consider access charge issues raised in

Case Nos. PUC9600212% and PUC990043.% The Commi ssion has further

! The parent conpanies of, respectively, Bell Atlantic-Virginia, Inc. ("BA-
VA") and GTE Sout h I ncorporated ("GTE South").

2 Application of Bell Atlantic-Virginia, Inc. For a change in access rates for
swi t ched access service.



http://www.state.va.us/scc/contact.htm#General

concluded that it should at this tinme also establish the
appropriate |level of intrastate access charges for GIE South and
for the Sprint conpanies, United Tel ephone- Sout heast, Inc.
("United") and Central Tel ephone Conpany of Virginia ("Centel").?

I n Case No. PUC960021, BA-VA filed anended tariffs to
revise its swtched access rates for transport and | ocal
switching and directory assistance transport services. The
revised rates contained in the anended tariffs were put into
effect, subject to refund, on August 22, 1996, and that case has
remai ned pending. In Case No. PUC990043, AT&T Conmuni cati ons of
Virginia, Inc. ("ATT-VA") filed a formal conpl aint agai nst BA-
VA, asserting that the access rates that BA-VA charges are too
hi gh and shoul d be reduced. BA-VA has filed a Motion to Dismss
the conplaint, and ATT- VA has responded.

By this Oder we will initiate a procedural schedul e and
set a public hearing to address the issue of the appropriate
prices for access services provided by BA-VA, GIE South, United,
and Centel.

In its conplaint, ATT-VA notes that the Comm ssion, nore

than 10 years ago, found BA-VA' s access rates to be

3 Commonweal th of Virginia, ex rel., AT&T Communications of Virginia, Inc., v.
Bell Atlantic-Virginia, |nc.

4 Collectively, we will refer to BA-VA GIE South, United and Centel as the
"LECs," the usual acronymfor "local exchange conpanies."” The Conmi ssi on
may consi der the appropriate |level of intrastate access charges for other
Virginia | ocal exchange conpani es in separate proceedi ngs.



"significantly above cost," in Case No. PUC870012.° In that
case, the Comm ssion al so enphasized that it did not intend to
suggest "that prices should equal incremental costs. Though
increnental costs are the absolute floor for access service
prices, other factors, including contribution to conmon costs,
val ue of service, and conpetitive forces in the access service
mar ket must be anal yzed when making a pricing decision."®

In Case No. PUC930036, " the Commi ssion established
alternative plans of regulation, which BA-VA GIE South, United
and Centel have adopted. Each such plan provides that pricing
for access services wll be considered in accordance with the
procedures adopted in Case No. PUC870012, referenced earlier,
and as inplemented in Case No. PUC880042.8

The Comm ssion ordered in Case No. PUC870012, anong ot her
t hi ngs:

(1) That long-run incremental costing

nmet hodol ogy shall be used by all LECs in the
future to determ ne intrastate, interLATA

> Commonweal th of Virginia, ex rel. State Corporation Conmi ssion Ex Parte, In
Re: Investigation of the appropriate methodol ogy to deternmne intrastate
access service costs, 1988 S.C.C. Ann. Rep. 232, 233 (1988).

°1d.

" Commonweal th of Virginia at the relation of the State Corporation Conmi ssion
Ex Parte: In the matter of investigating tel ephone regul atory mnet hods
pursuant to Virginia Code § 56-235.5, etc., 1994 S.C.C. Ann. Rep. 262

(Cct ober 18, 1994).

8 Commonweal th of Virginia ex rel. State Corporation Conmi ssion Ex Parte, In
Re: Investigation of pricing methodol ogies for intrastate access service,
1989 S.C.C. Ann. Rep. 210 (April 3, 1989).




access service costs for the purpose of

ascertaining the mninum|evel of cost

recovery necessary for such services;

(2) That local |loop and central office

term nation costs shall be included in the

i ncrenental costs of both sw tched and

speci al access;

(3) That WATS and WATS-I1i ke services shal

be consi dered sw tched access services;

[ and]

(4) That a special access increnmental cost

study shall be prepared by each of the []

large LECs in Virginia and filed with the

Comm ssion within four nonths fromthe date

of [the] order[.]
In that case, the Conmm ssion Staff had conducted a study of
swi tched access increnental costs. Based on this study, we
found that since there was "no i nmedi ate prospect that swtched
access rates wll fall below increnental costs, switched access
cost studies need not be conducted by the LECs at this tine."
The Comm ssion did order the LECs to file cost studies for
speci al access, as indicated above.

The Order in Case No. PUC870012 was issued nore than a
decade ago, and the case has been closed since 1988. W believe
that it is appropriate, given the passage of tinme and the
rapidity of technol ogical devel opment in the intervening years,
that the 1988 Staff cost study of the LEC access charges be

replaced. Therefore, current cost studies for both swi tched and

speci al access services shall be conducted and filed by the four



| argest | ocal exchange conpani es, BA-VA, GIE South, United, and
Centel. These studies are to use the long-run increnental
costi ng net hodol ogy approved in Case No. PUC870012. |If any LEC
bel i eves that we shoul d consi der another costing nethodol ogy, it
may file and serve copies of such alternative studies in
addition to, and not as replacenment of, the |ong-run increnental
costing nethodol ogy ordered in Case No. PUC870012. W w il also
invite other interested parties to file cost studies. W wll
use these cost studies, as we did in the earlier case, to
establish "the absolute floor for access service prices."”

As we cautioned a decade ago, we agai n enphasi ze that other
factors will be considered in making our pricing decisions.
Therefore, in addition to the cost studies, we will direct the
LECs and invite other interested parties to file testinony and
evidence as to all factors they believe the Comm ssion shoul d
consider in making any access pricing decisions. Parties should
al so discuss the weighting(s) they believe the Comm ssi on shoul d
gi ve such factor(s) in reaching our decision.

Further, we wll direct any interexchange carrier that
W shes to participate in the proceedings to file testinony and
evi dence to denonstrate whether and to what extent Virginia
consuners will benefit fromany changes we may order in the
| evel of LEC access charges. W wll invite testinony and

evidence fromthe LECs and others on this point as well.



The Comm ssion Staff will investigate and file a report,
whi ch may take the formof prefiled testinony, on these matters
after the cost studies, direct testinony, and evidence of the
parties are filed. After the Staff report is issued, we wll
permt all parties to file testinony and evidence to rebut the
Staff report or the position of any other party. Thereafter, we
wi || conduct a public hearing to receive evidence on the issues
di scussed herein. Accordingly,

| T 1S ORDERED THAT:

(1) On or before March 31, 2000, BA-VA, GIE South, United,
and Centel shall file an original and twenty (20) copies of cost
studi es, using the costing nethodol ogy descri bed above,
denonstrating their costs for providing switched and speci al
access services, and may file an original and twenty (20) copies
of cost studies using any other nethodol ogy they believe we
shoul d consi der.

(2) On or before March 31, 2000, the LECs shall also file
an original and twenty (20) copies of all testinony and exhibits
they intend to introduce at the hearing of this matter. Such
testinmony and exhibits shall address cost studies and ot her
factors the Comm ssion should consider in addition to cost when
making its pricing decision.

(3) On or before February 29, 2000, any other interested

party wishing to participate as a Protestant shall file an



original and twenty (20) copies of a notice of protest and
pr ot est .

(4) On or before May 1, 2000, each Protestant shall file
an original and twenty (20) copies of all testinony and exhibits
it intends to introduce at the hearing of this matter. An
original and twenty (20) copies of any cost study to be offered
by any Protestant shall be filed at this tinme. Protestants are
not obligated to file cost studies but nust file testinony and
exhibits. Any interexchange carrier filing testinony and
exhi bits shall address in such testinony whether and to what
extent Virginia consuners will benefit from any changes we nmay
order in the | evel of LEC access charges.

(5 On or before June 30, 2000, the Comm ssion Staff shal
file an original and twenty (20) copies of a report, which may
take the formof prefiled testinony, addressing the results of
its investigation of the matters di scussed herein.

(6) On or before July 28, 2000, any party may file an
original and twenty (20) copies of any rebuttal testinony they
intend to introduce at the hearing of this matter.

(7) Al itens required to be filed shall be
cont enpor aneousl y served on counsel for each LEC and counsel for
each Protestant.

(8) Pursuant to Rule 7:1 of the Comm ssion's Rul es of

Practice and Procedure, 5 VAC 5-10-10 et seq. ("Rules"), we wll



appoi nt a Hearing Exam ner to conduct all further proceedings in
this matter.

(9) Responses to discovery requests shall be nade within
fourteen (14) cal endar days of their service upon counsel.

(bj ections to discovery requests shall be nmade within seven (7)
cal endar days of their service upon counsel. D scovery or

obj ections to discovery may be served on counsel by telefax or
e-mai |, and counsel for each LEC and each Protestant shal
establish fax nunbers and e-mail addresses for the receipt of

di scovery requests. Discovery will not be served on any

Sat urday, Sunday, or Virginia holiday. Any discovery served by
telefax or e-mail after 5:30 p.m EST shall be considered served
on the next cal endar day on which discovery may be served.

O herwi se, discovery shall be conducted in accordance with

Part VI of the Rules.

(10) On Septenber 6, 2000, beginning at 10:00 a.m, a
public hearing shall be convened in the Conm ssion's courtroom
Second Fl oor, Tyler Building, 1300 East Main Street, Ri chnond,
Virginia, to receive evidence on the issues.

(11) Forthwith, the D vision of Comrunications shall cause

to be published in the Virginia Adm nistrative Register and in

newspapers of general circulation throughout the Commonweal th

the foll owm ng notice:



NOTI CE BY THE STATE CORPORATI ON COVWM SS| ON
OF | NVESTI GATI ON | NTO THE APPROPRI ATE LEVEL
OF | NTRASTATE ACCESS SERVI CES PRI CES

On February 2, 2000, the State
Cor porati on Conm ssion, by Oder,
establ i shed Case No. PUCO00003, to
i nvestigate and establish the appropriate
prices for intrastate access services.
Access prices are the rates paid by
i nt erexchange (Il ong di stance) conpanies for
their use of the | ocal exchange tel ephone
network to conplete toll calls. These
prices are reflected in the rates custoners
pay for long distance services. A public
hearing to receive evidence pertinent to
these matters will be held in the
Comm ssion's Courtroom Second Floor, Tyler
Bui | ding, 1300 East Main Street, Ri chnond,
Virginia, beginning at 10:00 a.m EDT,
Sept enber 6, 2000.

A copy of the Order Establishing
| nvestigation is available for inspection in
the Ofice of the derk of the Comm ssion,
First Floor, Tyler Building, 1300 East Main
Street, R chnond, Virginia, and on the
Comm ssion's website at http://ditl.state.
va. us/scc/orders.htm Persons interested in
participating in this investigation as
Protestants are directed pronptly to obtain
a copy of this Order for detailed
instructions on how to participate. The
Order establishes the dates for filing
vari ous docunents.

Persons interested in submtting
witten comrents on the appropriate |evel of
intrastate access prices nmay do so by
subm tting such comments, making reference
to Case No. PUCO00003, to the Cerk of the
Comm ssion, P.O Box 1197, Ri chnond,
Virginia 23218. Persons interested in
maki ng a statenment at the hearing nay do so
by appearing on the first day of the
hearing, before 9:45 a.m, and indicating



such interest to the Conm ssion's bailiff on
forms the bailiff wll supply.

VI RA NI A STATE CORPORATI ON COWM SSI ON
(12) This matter is continued for further orders of the

Conmi ssi on

10



